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Management’s Contribution to National Welfare * 


By C. S. Cu1nc, Supervisor of Industrial Relations 
U. S. Rubber Company 


| om other day an executive from one of the large industrial concerns of 

England came into my office. He was visiting this country in order to 
make a study of our industrial organizations and said he had a rather im- 
portant question to which he wished to find an adequate answer. He wanted 
to know what my ideas were on the subject. His question was quickly stated 
and I gave him my reply at once. 

“Why,” he asked, “is the United States so prosperous? What, in the 
final analysis, is the secret of your high wages and your high standard of liv- 
ing which is enjoyed by such a large proportion of the people?” 

My reply was, “Good management.” 

Since then I have had time to think over my answer but cannot see that 
I should change it. Of course I realize that our national prosperity cannot be 
attributed to any one cause. It is a result of many circumstances of which a 
few are of outstanding importance. To begin with, we must admit that any 
progress we have made rests on the broad foundation of our nation’s abundant 
natural resources, its large size, productive soil and varied climate. 

In any nation, the form of government is also a powerful factor in its 
economic progress. In this we have been particularly fortunate. Our Fed- 
eral Government from the beginning has offered the greatest possible free- 
dom to the various states. At the same time both local and national govern- 
ments have permitted the fullest exercise of individual initiative and estab- 
lished protection to property rights with a minimum interference of govern- : 
ment in business. 

In analyzing our prosperity due weight must be given to these factors 
and many more. However, it is readily seen that such conditions have only q 
offered an exceptional opportunity. Due credit must be given to those who 
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realized this opportunity and are responsible for so great a development, | 
this it seems to me that management has played a leading role. 

The term management is rather difficult to define, especially when use 
in such a broad sense. As we understand it, it is that group of industrial 
commercial and financial leaders and their assistants who guide and contr 
the business world. They are responsible for determining business policies 
and seeing to it that they are properly carried out. 

Management, particularly in this country, is a representative group mak 
up of individuals from every part of our social organization. To say that ow 
prosperity is due to good management is no reflection on any other group, 
Above all it is no reflection on labor, since from that group have come ou 
greatest industrial and commercial leaders. 

I should like to know why management has been able to play this leading 
role in our unusual economic progress. Is it only because we had such a won. 
derful opportunity in our natural resources or is there something else of 
fundamental importance? 

I think there is. As I see it, it lies in the way in which our management 
group is made up. The way in which we select and organize our management 
representatives. 


In any social group men of ability seek success in those occupations which 
bring power and social recognition. Occupations which offer such rewards 
vary in different nations and ages. In one country it may be military leader- 
ship, in another political power. One age may have its landed aristocracy, an- 
other its dominant priesthood. The explanation for these differences and 
changes is very simple. Human ability and energy, like other forces, follow 
the line of least resistance. In a country where land and labor are plentiful 
and there are no other occupations so attractive, men of ability become plant- 
ers and landed proprietors. When conquest offers greatest rewards, such 
men become explorers and military leaders. 


Since the industrial revolution began there has been a rapid growth in the 
attractiveness of those positions connected with the management of business 
concerns. In the newer countries such positions not only present a chance for 
power but also offer ample return in social recognition. In the older nations 
the ideas and ideals of the past hold over. Social classes have become more 
firmly established under former conditions. As a consequence men of 
ability in the ranks find it difficult to win promotion. Even when successful 
they receive comparatively small social recognition. Naturally they turn to 
other fields. The result is an inevitable conflict with the group which is 
already in power. 

The United States and Great Britain, it seems to me, illustrate this point. 
In our country the field of management is wide open. Men of ability find 
ample room to exercise their talents. Promotion is comparatively easy. Under 
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such conditions there is little incentive for such men to become militant labor 
leaders or to enter politics where they may effectively oppose the existing 
order. In addition, success in the business world brings ample social recog- 
nition. 

On the other hand, I think we are justified in saying that in England it 
ig much more difficult for men of real talent to work up from the ranks. 
Established conventions and precedent obstruct them on every hand. I do 
not mean to say that success in the business world is denied them. Some out- 
standing examples show that such is not the case. But it is easy to see that 
the way to the top is a long and difficult one. Only exceptional ability and 
energy will carry a man through. 

In addition to this, success in the field of management does not bring 
that full measure of public esteem which men naturally desire. Leaders who 
have achieved eminent success as managers of great enterprises thus seek to 
crown their achievements in this field with additional honors in public or pro- 
fessional life. 

Under such conditions it is but natural that men should seek an outlet for 
their talents in other fields. They turn to organized labor, they seek power in 
the political world. Employers organize; labor forms its ranks. The out- 
come is a continued struggle in the industrial and political life; a struggle 
which results in untold waste and confusion with incalculable loss to all con- 
cerned. In the conflict the real issues are lost to view. It is practically im- 
possible for management, labor or government to understand the economic 
and social laws involved. 

I mention this situation in Great Britain, as I see it, only that we may 
more clearly visualize the enormous importance of the way in which our own 
management group is made up. 


The Broadening Field of Management 


This field of management is also an ever-broadening one. Each year it 
offers an opportunity for a greater range of talent. Today there is hardly 
an occupation or profession which does not have representatives in manage- 
ment. American business presents a real challenge to the best brains of our 
country. Our industrial and commercial affairs are no longer conducted by 
tule of thumb. They demand the highest type of scientific skill as well as 
executive ability. For the scientist, inventor, engineer, lawyer, teacher, doctor 
and countless others, the inducements are of the highest sort, success in their 
chosen field, ample financial return and a recognition on the part of our peo- 
ple of the social contribution they are making. 

I recently visited one of our large industrial concerns which is rightly 
famous for its fine research work. In an excellently equipped laboratory this 
company has gathered together a group of eminent scientists, turned them 
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loose and let them play to their heart’s content. These men are interested jp 
pure science. Many of their discoveries will have no bearing on industrial 
problems. But in the abundance of their new-found knowledge there ap 
many things of a very practical nature. When I was there they told me they 
had for some time been studying the nature of certain atoms. From these 
studies they had discovered a way to generate a flame of such intense heg 
that it would weld any metals with lightning speed. This discovery has al. 
most unlimited possibilities for industrial application. 


With management drawing from every social and intellectual group we 
can readily understand its sensible attitude on so many of our problems. We 
can better realize why we still see our fundamental problems clearly in spite 
of the enormous growth and complication of our financial and industrial struc. 
ture. We understand that our economic progress is possible only to the ex- 
tent that both in government and business we operate in harmony with eco- 
nomic laws. For example, we have not been led astray by the false idea that 
there is so much work to be done and the more done by one person the less 
there is for others to do. We understand that prosperity means a high 
standard of living for all; that such a high standard is in turn only possible 
when there is a large production and exchange of goods per capita. Such an 
attitude has discouraged attempts at limitation of output. It has encouraged 
invention and developed an appreciation of the social benefits which lie in all 
true efficiency. 


About a year ago a good deal of publicity was given to the pronounce- 
ment of a new wage policy. The substance of this policy was that in the 
future labor should see to it that the wage-earner receives a proportionate 
share in the benefits derived from our increasing efficiency. Such a pro- 
nouncement may be a new policy for some organizations but it is really a de- 
scription of what has actually been taking place in our industrial system for 
these many decades. 

From 1914 to 1923 there was a 32 per cent increase in the volume of 
output per wage-earner in our manufacturing industries. During that same 
decade the buying power of the wage-earner’s yearly earnings also increased 
32 per cent. Adequate records on the cost of living do not permit us to go 
back of 1914. But let us take another set of figures. Our census of mant- 
facturers gives the average number of wage-earners. It also gives the total 
amount received in wages and the total value added by manufacture. From 
these figures it is possible to calculate (1) the per capita yearly income for 
wage-earners, (2) the per capita value added by manufacture. For example: 
in 1899 the value added by manufacture per wage-earner was $1,025. Of this 
the average wage-earner received $426 or 41.5 per cent. In 1923, due to all 
those measures which go to increase efficiency as well as a higher price level, 
the per capita value added by manufacture per wage-earner had increased to 
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$2,952. Of this the average wage-earner received $1,254 or 42.4 per cent. 
If similar figures for each census year are examined as far back as we have 
comparable data, it will be found that the wage-earner has benefited in direct 
proportion to increased output. 

Note further that this has taken place in spite of the enormous increase 
in capital invested and regardless of the decreasing hours of labor. No one 
can calculate the billions of capital which have been invested in our manu- 
facturing industries during this period. Prevailing hours of labor have de- 
creased at least 12 per cent or 15 per cent. 

This fact that labor shares in direct proportion to increased output is of 
major importance and it is rather too bad that it has been put before the pub- 
lic as something new. On the one hand it means that the wage-earner has 
been the greatest gainer by our increased efficiency, and likewise that there is 
no definite limit which can be set to his earnings in the future. On the other 
hand it means that management cannot lower the general wage level without 
destroying a nicely balancing situation which would mean ultimate destruction 
of our prosperity. In other words, inefficient management is a greater crime 
against the wage-earner than it is against the stockholder, and I am wonder- 
ing whether a general drive against high wages would not harm stockholders 
as much as wage-earners. 


Relationship Between Management and Men 


I referred a moment ago to the way in which so many of our industrial 
leaders have come up through the ranks and noted how this method of select- 
ing management personnel creates initiative and enterprise and makes for 
peace in government and business. Such a situation is also one of the funda- 
mental reasons for the good relationship which exists between management 
and employees. It accounts for that democratic attitude so characteristic of 
our business world and for the keen appreciation which management has of 
the wage-earners’ problems. Recently a mission of British working men came 
over to this country.to study our industrial organizations. Their official re- 
port was one of the most interesting documents I have ever read. They were 
surprised at our high standard of living, big wages and efficient organizations. 
But the thing which each of these visiting workers commented upon, and the 
thing which caused genuine astonishment, was the unusually cordial relation- 
ship existing between management and men. Such good will we are learning 
to take as a matter of course. However, when we examine it we understand 
that it is not an inevitable condition of industrial life. 

Management’s contribution to our prosperity is to be found in efficient 
organizations, well equipped plants and that ceaseless search for the best 
method. We do not hesitate to change methods and scrap machinery when 
better methods are found and when newer machinery will do a better job. 
But far better than this is the fact that we do not hesitate to scrap old ideas. 
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It is easy for men to buy automobiles and learn to drive them, easy ty 
adjust themselves to an age of electricity, flying machines and radios. But j 
is a different matter to change their ideas, to adjust themselves to new ways of 
thinking. Consequently the progress we make in this direction is slower by 
of even more vital importance. 

From time to time management wakes up to the fact that its ideas of 
yesterday were all wrong. What it took for an economic or social law, it finds 
was only a bad habit. 

There was an old belief to the effect that in any trade one party to the 
transaction is inevitably a loser. Long ago men have realized that such 
is not the case. Likewise we have come to understand that the struggle be. 
tween employer and employee is by no means inevitable. Rather is it only in 
the absence of such conflict that each can be the gainer. 

A short while ago we thought there was an economic advantage in cheap 
labor and long hours. Today we understand there is no fixed limit to per 
capita output and thus no limit to possible wages or shorter hours of work. 

For years we depended upon a great number of immigrants to keep up 
our labor supply. Any one of a thousand students of the subject could have 
told you why it was necessary that industry have this yearly addition to our 
population. Today most of us see that our dependence on this immigration 
was only another of those bad habits to which we had become accustomed. 
For all practical purposes immigration has now been restricted for ten years; 
yet during this time we have had our years of greatest production and a real 
labor shortage is yet to come. 

Management is by no means always as advanced in its thinking as it 
might be. In fact a person who picked his subject matter might be able to 
make out a very good case against some of our industrial leaders. Sucha 
person could point out the way certain industries held on to the long day ; how 
other groups opposed the workman’s compensation law. Such a person could 
also find industries which have been slow in introducing labor-saving ma- 
chinery ; others which are out of date in the way they handle labor matters. 
Let us be reasonable! Everyone knows there are countless improvements 
which can be made. There are good employers and bad employers, intelligent 
managers and unintelligent managers. That’s inevitable in such a large group. 
But taken as a whole I am convinced management is giving more serious, et- 
lightened thought to its many problems than ever before. 

Only a few years ago we were an agricultural country. Manufacturing 
and allied industries were side lines. Today we are an industrial nation and 
upon the success of our business enterprises rests the future of all our peo- 
ple. Management is alive to these changes and the responsibilities they in- 
volve. So long as management keeps open house and thus remains a repre 
sentative group, just so long, I believe, may we confidently expect successful 
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Executive Control of Power Production 


An executive need not be a power ex- 
pert to control the power cost of his con- 
cern but the soundness of his executive 
direction will depend entirely upon the in- 
formation he gets. What his plant can do 
should be determined by a disinterested 
and qualified engineer, neither an employee 
nor a representative of the builders of the 
equipment. Such an engineer should be 
able to take into consideration: (1) the 
peculiarities of the manufacturing require- 
ments; (2) the influence of power costs on 
the costs of various kinds and grades of 
product; and (3) the value of properly set 
tasks on the “human element” of operat- 
ing men. From a study of the capacity 
and inherent efficiency of his plant, the 
executive should know his standard costs 
of power. What the plant actually does 
should be recorded daily by each shift of 
operating men. This can be interpreted for 
the executive by simple but comprehensive 
charts which will also show the causes of 
any failure to meet standards. Actual costs 
can be compared with standard costs. In 
textile finishing, sugar, paper, food, and 
chemical industries, power cost occupies a 
very influential position. It is reliably esti- 
mated that $800,000,000 can be saved for 
American industry by giving executive at- 
tention and control to its power produc- 
tion. By Walter N. Polakov. Kardex 
Institute, September 30, 1926. 4 pages. 





*A copy of any article abstracted may be ob- 
tained by sending to the office of the Association 
23 cents per page which represents the cost of 
photostating. 
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Abstracts and News Items 
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Amazing Advances in Productive 
Efficiency 


A table of betterments installed shows 
what 100 manufacturers have done to meet 
competition, expand markets and place 
their concerns on a basis of satisfactory 
and continuous earnings. By L. P. Alford. 
Manufacturing Industries, September, 1926, 
p. 169 :6. 


We Owe 1926 Profits To Our Business 
Forecast 


When the planning department reports 
no profits for an ensuing period it is up to 
the management to: reduce expenses, cut 
costs, increase selling pressure. The Wal- 
worth Company has appointed an economy 
committee, each member of which was put 
in charge of a single activity in the busi- 
ness. This committee finally arrived at 
quotas of savings for each activity. The 
program outlined for that period has been 
accomplished during the first six months 
of this year, with the expectation of reach- 
ing three-eighths of the goal during the 
remaining six months and in the ensuing 
six months, the full distance. Handling has 
been further simplified and savings were 
effected in office procedure, especially in 
eliminating useless reports. Inventories 
were reduced. There has been no pinching 
due to small appropriations, nor slowing up 
of routine through having inadequate em- 
ployees to do the wer':. The savings in 
many cases have been large and will be 
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permanent. The whole sales organization 
was stiffened with emphasis on service. 
Simplification of sizes has also helped. 
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The resulting savings will equal a very 
handsome net profit. By Howard Coonley 
Factory, October, 1926, p. 591:7. 


FINANCIAL MANAGEMENT 


Stock Exchange Urges Quarterly 
Reports 

The New York Stock Exchange has 
taken the lead in demanding comprehensive 
information concerning the business of 
listed corporations. Its whole aim is to 
see that they publish their earnings as 
promptly and fully as possible. The chief 
practical result from all the discussion 
should be the general business recognition 
that the investor has a right to a knowledge 
of his company’s true condition. The 
Index, September, 1926, p. 4:1. 


Instalment Buying and the Banks 

Five billion dollars’ worth, or 13 per 
cent of the merchandise sold at retail last 
year, was negotiated on the deferred pay- 
ment plan. “Finance companies” furnish 
an outlet for accounts receivable of instal- 
ment sellers by pledging such assets with a 
trustee and the issuance of debenture bonds 
and notes. The usual method by which 
banks lend funds does not adapt itself to 
the needs of instalment buying; first, the 
instalment obligation extends for approxi- 
mately one year while bank loans are 
generally for three or four months; and 
secondly, the instalment loan is generally 
not large enough to interest a bank. 

The New York Superintendent of Banks, 
F. H. Warder, states that instalment buy- 
ing should not be discouraged but should 
be put on a sound basis by applying the 
following principles: 

1. The sale of articles whose usefulness 
will not exceed the payment period should 
be restricted to those whose ability and 
willingness to pay are unquestioned. 

2. Credit should be granted only to those 
whose earning power is certain and whose 





previous commitments against that earp 
ing power are not excessive. 

3. The down payment must be sufficient 
to protect the seller in case he must re. 
possess himself of the article. 

4. Banks must use proper watchfulness 
in extending credits to finance these sales. 
Trust Companies, September, 1926, 
268 :1. 


A Practical Budget System for Banks 
and Trust Companies 

In operating its budget system, a Chi- 
cago trust company has the heads of its 
departments estimate their departmental 
expenses, utilizing for this purpose the 
figures for the last two years. These esti- 
mates are revised in consultation with the 
budget director and the whole budget state- 
ment for the year then presented under six 
headings: commercial, real estate loan, 
bond, trust, institutional and totals. Oppo- 
site the proper classifications on the left, 
first the expenses and then below the in- 
come statements are presented under the 
departmental headings. The monthly re 
port is made to the directors on nine sepa 
rate forms. While the budget sheets are 
more or less stereotyped, they are preceded 
by a statement which makes comparisons, 
deductions, and predictions—all growing 
out of the statistical data. To simplify 
details, departments are assigned each 
month one-twelfth of their yearly esti- 
mate, both of expense and of gross earn 
ings. A percentage study is made of gross 
income and gross expense increases. Ifa 
department’s expenses are exceedingly 
high, the trouble is quickly located, but a 
fair budget is a check on any tendency to 
be penurious which would kill the initiative 
of department heads. 
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The chief advantages accruing from the 
budget are: A proper balance between ex- 
penditures and earnings of each depart- 
ment; accounting practice stabilized; un- 
necessary donations saved; departmental 
quotas acting as goals; each department 
standing on its own feet ; all executives co- 
operating in eliminating unnecessary ex- 
penses. By Frederic S. Pope. Trust Com- 
panies, September, 1926, p. 291:5. 


Preparation and Administration of the 
Budget 

Little is done to control overhead at a 
fair ratio to material and labor. This sug- 
gests a budget for overhead. Fixed 
charges such as insurance, depreciation and 
interest on investments are not included in 
this budget, for department heads and fore- 
men have no control over such items. 
Average expenditures are secured for a 
given rate of production for each element, 
the sum of all being equal to the total 
manufacturing expense. Accounts should 
be as definite and as divided as possible to 
facilitate analysis. From the records, 
standards are set up for each account. The 
total of all of a department’s accounts will 
equal its allowance. The monthly allow- 
ance is broken down into the daily allow- 
ance in accordance with the plan to put the 
budget to practical use by regular daily 
comparisons. 

Material is divided into raw material, 
supplies and work in process. In pricing 
out supplies from stores, requisitions are 
charged with the last price on that mater- 
ial, 

On operation cost a record is maintained 
showing the standard costs of material, 
labor and overhead, as well as the total 
cost of the piece. These standards are set 
up once every year and any variations from 
standard are thrown directly into Profit 
and Loss instead of altering these opera- 
tion or piece part standards. 

All departments have a certain amount of 
non-productive expense affected only when 
extreme reductions or increases occur. All 
other non-productive labor charges origi- 
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nate in the inspection department which 
sends material back to the correct depart- 
ment for rework where it is charged 
against that department. 

All department reports are collected in 
the cost department and a master copy com- 
piled and departmental reports sent to de- 
partment heads and foremen within 48 
hours. They study these reports and, by 
sharing in the savings, they have an incen- 
tive immediately to plug the leaks. The 
report further makes the foreman inter- 
ested in getting out his assigned produc- 
tion, keeping up the quality, checks against 
over-production, weeds out absentees, pen- 
alizes poor work, and leads to the proper 
care and condition of machines. By H. S. 
Owen. N. A. C. A. Bulletin, October 1, 
1926. 8 pages. 


Instalment Buying as Essential to Sound 
Economic and Industrial Development 
The inherent weaknesses of the instal- 
ment buying system are: inability of pur- 
chasers to complete their payments; a ten- 
dency to expand production beyond sound 
limits; diversion of productive effort. The 
benefits derived may be summed up as fol- 
lows: stimulation of production through 
the creation of a new market; increase in 
turnover; sound investment of surplus 
funds on the part of small purchasers 
which would otherwise be squandered 
without tangible benefit; raising the gen- 
eral standard of living; tendency toward 
more even distribution of wealth in its 
economic sense. The instalment method is 
based on vital necessities of our industrial 
system today and is bound to stay. The 
same factors which are responsible for its 
existence will insure its expansion. The 
evils of the system must be met and par- 
ried by suitable action, not by any attempt 
to force it out of existence. The evils in 
the main are due to the present inadequacy 
of the credit organization both as to scope 
and method. The key to the future sound 
development of this system of credit ex- 
tension lies in the hands of the financial 
houses dealing in the financing of instal- 
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ment loans as they alone are in a position 
to make a study of the problems and arrive 
at a correct technique. This is the contri- 
bution to present thought on instalment 


OFFICE MANAGEMENT 


Organization: 


Handling People 

Every office concerned with personnel 
practice should consider the method of 
selection, the procedure for training or 
breaking in the new employee and the way 
in which the loyalty, efficiency and con- 
tentment of both new and old employees 
may be secured and maintained. Proper 
selection involves an exact knowledge of 
the nature and requirements of the job; 
a knowledge of and the ability to properly 
utilize the most effective sources of labor 
supply; and the existence and use of a 
practical method whereby the ability of 
the applicant for the work may be tested 
before he or she is actually employed. 

Employee training has been specified as 
training by absorption and training by in- 
tention. There is too little of the latter in 
actual practice. Promotional training will 
usually strengthen the morale of an office. 
Many concerns pay for all or a part of 
courses directly bearing on the improve- 
ment of the business capacity of the work- 
er. The small concern cannot adopt per- 
sonnel methods used by large companies but 
can adapt such practice as is feasible. By 
John H. MacDonald. American Stationer 
and Office Manager, September, 1926, p. 
a. 


What Have We Learned About Indus- 
trial Relations? 

The Service Manager of Ludlow Asso- 
ciates stresses the importance of intelligent 
organization and after describing some of 
the vicissitudes through which the person- 
nel department has passed, says that the 
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buying by an official of one of the large 
national banks of New York. By Prince 
Doushan Lazarovich Hrebelianovich. Trust 
Companies, September, 1926, p. 278:3, 


Job Analysis, Employment, Pay, Tests 


function of industrial relations is now ona 
more practical and lasting basis than ever 
before. Much depends upon the tact of the 
head of the personnel department, anj 
much also depends upon the policy of the 
management in clearly defining its func. 
tions to all departments in the organin. 
tion, and in supporting the policies ind. 
cated in establishing these functions. By 
Charles H. Paull. Industrial Managemen, 
September, 1926, p. 152:4. 


The Functions of the Treasurer 

A picture of the treasurer has been 
drawn which depicts him as a producing 
official and a contributor to the net profits 
of a business. He has been stripped of 
such functions as supervision over at- 
counting and control, but on the other hand 
he has been given a voice in the major 
developments of all phases of a business 
with which he is expected to be familiar. 
Business Organization, No. 2. Policyhold- 
ers’ Service Bureau: Metropolitan Life In- 
surance Company. 32 pages. 


Desk Responsibility 

The dilemma discussed here is how the 
promising office worker can be kept cor- 
tented until a suitable opportunity for pro- 
motion arises. The general manager of ont 
company has come to the conclusion that 
the way to do this is not to depend upm 
stimulation methods and welfare activities 
but to inject into the job itself an elemett 
of dignity and interest. The old idea o 
good employment psychology was to stress 
the employee’s dispensability. Inferiority 
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complexes were encouraged, and the work 
reflected that mental state. 

But today’s executive, desiring to attract 
and hold high-type workers, adopts oppo- 
site tactics. He does what he can to bolster 
the employee’s sense of his own worth. 


Administration : 


When Information Leaks 

The possibility of leaks in confidential 
information presents a real problem to 
business managers. Many instances are 
given covering conditions varying in seri- 
ousness from the simple spreading of minor 
personnel policies with nothing more than 
the universal weakness for gossiping as its 
source, to the filching of information which 
in the hands of competitors places a real 
obstacle in the way of company progress. 
Practical solutions to stop such leaks are 
given in the form of short letters. Person- 
al Efficiency, October, 1926, p. 637 :6. 


Halting Tardiness Among Executives 
and Employees 

In the William Filene’s Sons Company 
the responsibility for tardiness is placed 
upon the executive, for those under him. 
Ii an employee is continually late the 
personnel manager sends a notice to the 
division manager under whose control the 
employee works. The division manager 
sends it down the line to the department 
head under which the offender directly 
works, and this department head has a 


Competition as an Aid in Promoting 
Accident Prevention 








Many managers in seeking new and dif- 
ferent motives to get their men to practice 
safety have turned to the idea of competi- 
tion. Success in accident prevention de- 
pends to a great extent upon the ability 
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This policy has the effect of causing the 
worker to perform his share of routine 
work in better spirits and causes him to 


await opportunity in a favorable spot. By 
Eleanor Gilbert. The Office Economist, 
October, 1926, p. 5:4. 


Regulations, Supplies, Communications 


session with the employee in question. This 
method is also used in dealing with execu- 
tive tardiness. Reports on the latter are 
passed on to the Operating Vice-President 
and he has a personal session with the 
offending one. Illustrated by an Attend- 
ance and Punctuality Record. By F. N. 
Hollingsworth. Store Operation, October, 
1926, p. 8:2. 


A New Era In Business Correspondence 

Customers now ignore antiquated letters 
just as they pass up out-of-date fashions in 
clothes or manners. And there used to be 
a tacit rule in most business firms that a 
customer was to be written to on the 
slightest provocation. Never let him forget 
for a moment the name of the organization 
so eagerly waiting to serve him. Nowa- 
days the customer’s time is not wasted by 
superfluous letters. He is written to only 
when necessary, and not as a matter of 
form, and the letters must be short ; brevity 
and clarity can go together. By Eleanor 
Gilbert. The Office Economist, September, 
1926, p. 3:3. 


PRODUCTION MANAGEMENT 


Employee Service: Hygiene, Recreation, Lunch Rooms, Stores 


of the safety director to sell the idea of 
safety to every person in the organization. 
Safety competitions tend to increase still 
further the number of “safety salesmen” 
in a plant. The four factors which must 
be considered in developing any plan for 
a safety competition, prize, or bonus sys- 
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tem are: Competing units. Contest rules. 
How to determine the winner. Nature of 
prize or bonus. Many different plans in 
use in different companies are described, 
with the name of the company given. No. 
74 of the Series of Safe Practices Pamph- 
lets. National Safety News, October, 1926, 
p. 43:12. 


Where Music Aids Manufacturing 

The effect of installing phonographs and 
loud speakers in the Newark Works of 
the Westinghouse. Several departments 
asked to have music after some of the test- 
ing of radio loud speakers was done in 


Industrial Economics: 
Immigration 


Relation of Wage Rates to the Use of 
Machinery 

The point at issue is this: Other things 
being equal, will it pay to use known ma- 
chines, when and where wages are rela- 
tively high, which it would not pay to use 
at other times and places; and if so, why? 

The conclusion is reached that it is the 
distribution of total income among the 
various factors in production and the sub- 
distribution of labor income among the 
various occupations, which is the effective 
agency in determining the relative use of 
machinery in different countries—the abso- 
lute height of wages being irrelevant. By 
Frank D. Graham. The American Eco- 
nomic Review, September, 1926, p. 434:9. 


German Industry Striding Forward 

Much German industrial practice is equal 
to and sometimes better than American 
procedure. Such firms as Bayer, Ludwig 
Loewe, Borsig and the Allgemeine Electri- 
citats Gesellschaft are models of adaptation 
to present reduced circumstances. Mass 
production in German industry is still un- 
popular with the people, who do not wish 
their desires standardized. Employers take 


Labor and 
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open manufacturing departments, The 
music is stimulating, offsets monotony, {os. 
ters contentment, and brightens the work 
place. By H. E. Miller. Manufacturing 
Industries, October, 1926, p. 249:2, 


Industrial Fatigue 
The physical surroundings which Pro- 
duce fatigue are discussed and methods of 
increasing satisfaction of tasks are sug: 
gested, such as adequate remuneration, 
gratification of pride, maintenance of spit. 
itual health, realization of companionship, 
By Edward J. Kunze. Industrial Manage. 

ment, October, 1926, p. 233:3. 


Capital, Legislation, Wage Theory, 


syndication of workers as a matter of 
course, and are organized to deal with 
them. German workers show more docil- 
ity than those in the U. S. or Britain, and 
the song of the socialist is heard to a very 
limited degree. The workers appear to take 
kindly to the paternalism practiced by em- 
ployers. Under the cartel system prices 
have risen, but this is accepted as goo 
for the nation and there is no great objec- 
tion from the people. By John Calder. 
The Iron Age, October 14, 1926, p. 1066:3. 


France Is Busy, But Low-Hearted 

Industrial ability in France is every- 
where apparent and there is practically no 
unemployment the concomitant of which is 
a high labor turnover, as the French ap- 
prentice, so long docile, has learned that 
he can see the world without forfeiting his 
living. The interest in scientific manage- 
ment is still largely academic although a 
small group headed by M. de Freminville 
has been concerned with its application for 
some time before Taylor took industry by 
the ears. 

Mass production gets no audience in indi- 
vidualistic France, although Citréen is try- 
ing it with his popular 10 h.p. car. A rap 
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idly developing use of oil and water power 
is mitigating the shortage of English fuel, 
and the output of the French coal mines has 
been increased 10 per cent. 

France’s difficulty is a political one. No 
one is anxious to precipitate the redistribu- 


Benefit Systems and Incentives: 
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tion of wealth which must accompany de- 
flation and stabilization. The rentier is 
unable to see why a victorious country 
should ask him for his savings. By John 
Calder. The Iron Age, Sept. 30, 1926, p. 
922 :2. 


Group Insurance, Pensions, Vacations, 


Profit Sharing, Wage Plans, Suggestions, Stock Ownership 


Two Methods Which Have Been 
Followed in Establishing 
Pension Plans 
This pamphlet has been prepared in or- 
der to set forth in a non-technical way 
the principal differences between a retire- 
ment plan that has been established with- 
out proper regard to the needs of the 
service and without any guarantees against 
its developing into an embarrassing finan- 
cial burden for the employing corpora- 
tion; and a retirement plan that properly 
protects the employer and employee. By 
George B. Buck. 22 pages. 


What Is Happening to Stock 
Ownership? 

A total of a billion dollars in stocks of 
companies for which they work, owned by 
employees, shows how actual stock owner- 
ship has taken the place of the many 
profit-sharing plans, once so important a 
factor in the labor movement. There are 
today more than 300 corporations which 
have sold or are now selling stock to their 


Training and Education: Schools, 
Publications, Bulletin Boards 


After the Foreman’s Formal Training— 
What? 

The training of Armco foremen provides 
continuous and progressive development and 
is fitted into a labor policy which has for 
many years withstood the serious labor 
crises of the steel industry without a strike. 


employees under definite plans. Most of 
these plans are based on the instalment 
method of payment. 

Short descriptions of the stock owner- 
ship plans of a number of companies are 
given, and also a table of figures, showing 
the stock purchased under company plans 
of a few representative companies, with 
the number of employees holding stock, 
and the number of shares held. By Roy 
Dickinson. Printers’ Ink, Sept. 23, 1926, 
p. 73:5. 


The Establishment of a Pension System 
on a Basis to Endure 

A statement which has been prepared 
regarding the procedure to be followed by 
a corporation in establishing a benefit fund. 
This procedure has been approved by 
European actuaries who have undertaken 
the reorganization of many of the industrial 
plans abroad. The statement is limited to 
a brief discussion of certain phases of the 
problem, chiefly regarding cost. By George 
B. Buck. 16 pages. 


Libraries, Apprenticeship, Employee 


There has been more than ordinary ad- 
vancement for a noticeably large number 
of foremen who took the earlier courses, 
and these men are-now most enthusiastic 
about training those under them. Of vari- 
ous means perhaps the Armco Foremen’s 
Bulletin is the most effective. This bulle- 
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tin, three numbers of which are given in 
this article, is edited and issued by the 
training department and sent every Wed- 
nesday to every foreman and to every man 
above the rank of foreman. The fore- 
men’s cabinet, composed of leading fore- 
men assists the training department in or- 
ganizing the program and spreading propa- 
ganda about it. By W. J. Beatty. Factory, 
October, 1926, p. 606:3. 


Training for the Ambitious 

The educational agencies provided by 
Swift & Company include: continuation 
school; young men’s training club; evening 
study courses; correspondence courses, 
Americanization classes ; plant newspapers ; 
employees’ representation plan; depart- 
mental training. 

Specific training in the technical duties 
of departmental work is conducted by vari- 
ous departments on their own initiative. 
Examples are the car shops and wool house 
in the plant, and the car route, transporta- 
tion, beef, branch house, and invoice de- 
partments in the general office. 

In addition to the internal educational 
work, certain outside institutions also are 


recommended to company employees, jn. 
cluding city night schools and colleges ang 
the better correspondence schools, Among 
the most important of these is the recently 
created Institute of Meat Packing, By 
H. H. Swift. Business, October, 1926, », 
18 :3. 


Germany Sending Students to Study 
Our Industrial Methods 
The German Students’ Co-operative As. 
sociation with the consent of the U. § 
Department of Labor is arranging {or 
groups of graduates of German technical 
and agricultural colleges to come to Amer- 
ica to work in laboratories, factories and 
on farms as manual laborers. The purpose 
is to give them first hand knowledge of 
the industrial methods employed in this 
country. The students are permitted to 
remain in the United States for a period 
not exceeding two years. One hundred 
will be permitted to enter this year. They 
will issue a journal in which their impres- 
sions and observations in this country will 
be published. Industrial Relations: Bloom- 
field’s Labor Digest, Oct. 9, 1926. 


Labor Relations: Collective Bargaining, Employee Representation, Arti- 


tration 


Mitten Advocates Employee Control of 
Industry 

T. E. Mitten submitted this plan for in- 
dustrial peace to the Congress of American 
Industry. He states that if the railroads 
and all of their men would devote them- 
selves to economic accomplishment, the sav- 
ing would more than equal one-half present 
labor cost. Ii, as a condition of this co- 
operative effort, proportionate shares of 
the resultant added profits were reflected 
in lower rates to the public, in added profits 
to the owners, and a fair participation to 
the employees, the men, by investing this 
added wage en blcc through their trustees, 
could within 10 years acquire by purchase 





in the open market a controlling interest 
in the railroads by which they are em- 
ployed. 

Such a democracy could be brought about 
in the anthracite industry, and also a simi- 
lar condition in the bituminous coal in- 
dustry in 15 years. Notice to the Press 
from Congress of American Industry held 
at Sesqui-Centennial under auspices of 
Philadelphia Chamber of Commerce. 


Autocracy Holds Italy’s Industry 
The Syndicates law of April 1926, orders 
that strikes, lockouts, cessation of work 
by three or more persons by previous agree- 
ment, “going slow,” or interference in any 
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way with the regular course of work by 
either employee or employer is punishable 
by fines and imprisonment. All disputes 
must be referred to the labor courts of 
appeal for each district, which have on them 
labor and employee experts, as assessors 
only, and the decision of the court is final. 
Neither employers nor craft unions wel- 
comed this compulsory arbitration, and, 
with a declining lira and a prospective 
wage reduction the situation is anything 
but fortuitous. By John Calder. The 
Iron Age, Oct. 7, 1926, p. 998 :3. 


Industrial Relations Must Be Human to 
be Successful 

In an address before the executives and 
employees of the Continental Baking Cor- 
poration the chairman of the Board of 
Directors said that the big man of the fu- 
ture in the industrial world will not be the 
promoter or the efficiency man, but the one 
who can bring about right relationships be- 
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tween employers and employees. Business 
is increasingly recognized as human and 
not mechanical, and it is vital, therefore, 
that those in supervisory positions should 
recognize that business is a delicate organi- 
zation. Information, Oct. 11, 1926. 


Growth of Employee Representation 

For two years leaders of the American 
Federation of Labor have been investigat- 
ing the growth of what they call company 
unions, but as they mean any of the 
familiar industrial relations plans this name 
is a mistake. The A. F. of L. contends 
that collective bargaining takes care of 
nearly all that is being sought after in 
setting up plant relations schemes. It is 
declared that if defeat of collective bar- 
gaining is not the avowed or ulterior pur- 
pose a weakening of such procedure is in- 
herent in these plans. Industrial Relations: 
Bloomfield’s Labor Digest, Oct. 9, 1926. 


Shop Organization: Planning, Methods, Job Analysis, Standardization, 


Waste 


Employee Co-operation in Elimination 
of Waste in Industry 

Various instances are given of waste 
elimination in the International Harvester 
Company, with a description of the methods 
used to attain more efficient manufacture. 
This address delivered at the S. I. E. Na- 
tional Convention is followed by a discus- 
sion. By George Hodge. The Society of 
Industrial Engineers Bulletin, September, 
1926. p. 15:8. 


Tying Production to Sales 

A description is given of a routing, sched- 
uling and dispatching system of the Crown 
Cork & Seal Company in which the sales 
department controls production. Orders 
coming into the home office go first to the 
sales department, where they are given 
final completion dates. These dates con- 
trol the orders through all the other depart- 





ments and through the several processes. 
The sales department is kept advised of 
the progress of the order until it has been 
shipped. The result of this system is lower 
inventories, much greater stock turnover, 
better customer service, and increased 
business. By C. W. MacQueston. Man- 
agement, October, 1926, p. 40:6. 


Efficiency Contests Increase Production 

The plan of the Baltimore Works of the 
General Electric Company has increased 
production 40 per cent in five years and 
includes the following points of review: 
workmanship, keeping of promises, econ- 
omy, good housekeeping, attendance and 
punctuality, general deportment. A com- 
mittee of three is selected to judge each 
of these points, and the members remain 
anonymous. Each month an award of the 
prize cup is made by the manager, and 
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once a year a bronze tablet is awarded to 
the section which has come out ahead the 
greatest number of months during the 


Research and Experiment 


Analyzing a Product 
In analyzing a product the following 
order of procedure is recommended. 1. 
Classification of product. 2. Constructional 
qualities. 3. Appearance. 4. Units of sale. 


5. Uses of product. 6. Price. 7. Competi- 
tion. 8. Company policies. 

In making an analysis of a raw material 
there are certain conditions which have to 
be considered. Chemical analysis may 
show that a maker’s product falls in a 
certain grade, but there will doubtless be 


SALES MANAGEMENT 


The Wholesalers’ Opportunity 

The Wholesaler will achieve real effi- 
ciency who improves in the four functions 
of wholesaling; credits and collections, 
warehousing and distributing, salesmanship, 
and service. There are great possibilities 
in a more scientific analysis of dealers’ 
statements. A novel but promising propo- 
sition is to apply actuarial or insurance 
methods to credit risks. The average cost 
per order for warehousing and distributing 
could be considerably cut if the wholesaler 
would utilize the modern methods of han- 
dling in which the average manufacturer 
seems to be far ahead of him. In sales- 
manship he should meet the manufacturer 
half way and share with him both the 
burden and the profit of developing mar- 
kets, rather than simply playing the role 
of a penny-in-the-slot machine. There is 
an almost untouched field in the use of 
scientific and technical stunts for window 
display advertising. Chemical displays and 
demonstrations which involve the produc- 
tion of unexpected colors are attractive. 
An M. I. T. professor has utilized devices 
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preceding twelve. By J. A. Muir. Many. 
facturing Industries, October, 1926, » 
25522. 


competitors whose product will fall in the 
same grade. The markets for raw m. 
terials are often restricted to certain areas, 
depending upon competition and demand 
Demand and price are likely to fluctuate 
within a wide range. 

No product investigation is complete 
which does not include a study of compet. 
ing products of all kinds, perhaps with a 
tabulation of their selling points, prices, 
materials of construction, and advantages 
and defects. By Percival White. The 
Mailbag, October, 1926, p. 640:9. 


whereby toy trains and other mechanisms 
can be started, stopped or quite elaborately 
operated by the voice. The accomplish- 
ments of science as applied to advertising 
have been trivial and offer an impressive 
opportunity for wholesaler-retailer co-op- 
eration in selling. Babson’s Reports, Octo- 
ber, 1926, p. 1:2. 


Reducing Seasonal Peaks by Varying 
Prices 

This is done in two ways: 1. by vary- 
ing the actual price; 2. by giving for cash 
special discounts graduated according to 
the length of time of the orders prior to 
the usual peak season. 

The principal factors to be considered 
in fixing the varying prices are: 1. the 
effect on'the manufacturer’s production and 
sales cost; 2. the amount of reductions 
necessary to draw orders during the of 
season. In connection with the second fac- 
tor it is necessary to consider interest, stor- 
age, risk and inconvenience. By L. D. H. 
Weld. Kardex Institute, Oct. 7, 1926. 4 


pages. 
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Plans for Increasing Sales to Old 
Customers 
The results of an investigation among 
several thousand companies of cultivating 
till closer those customers they now have 
with a view toward increasing the volume 


of their purchases. A special section of 
the report is devoted to follow-up letters 
to buyers. Report No. 230. The Dartnell 
Corporation. 29 pages. 


Getting the Distributor to Concentrate 
on One Line 

The greatest single factor in getting the 
buyer to concentrate on the line is that 
of aiding sales outlets all along the line 
in developing merchandise plans. This con- 
sists of: 1. Granting exclusive arrange- 
ments, service before or after the sale, 
technical knowledge, etc. 2. Developing 
markets to the point where demand is 
sufficient to warrant open selling by strong 
national advertising programs. 3. Aiding 
the distributor or jobber in securing dis- 
tribution by selling for his account or 
helping his salesmen to sell. 4. Merchandis- 
ing the advertising on the product. 5. 
Talks and demonstrations before jobbers’ 
salesmen. 6. Educating retailers and retail 


Sales Promotion: 


When the Sales Department Begins 
Using Airplanes 

The Curlee Clothing Company, Fleming 
Lumber Company and others are now using 
airplanes for the transportation of sales- 
men to distant territories. In the case 
of some companies it is essential that the 
salesmen get into their territories at the 
earliest possible moment after new lines 
are ready. The Curlee Clothing Company 
uses a giant plane that carries a number 
of passengers, although the president of 
the company advocates smaller planes for 
individual salesmen in all of those terri- 
tories where the landing problem can be 
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clerks in proper sales methods. 7. Using a 
sliding scale of discounts to reward greater 
sales efforts as reflected in larger sales 
volume. 8. Granting additional discounts 
or bonuses for sales in excess of an agreed 
quota for any period. 9. Training the 
the salesmen through bulletins, letters, sales 
meetings, schools, and conventions to be- 
come better merchandisers. 10. Providing 
an advertising allowance or some plan 
which will aid the distributor or dealer in 
handling local advertising which will tie 
up with the national campaign. Report No. 
232. The Dartnell Corporation. 23 pages. 


Disparagement, Espionage and Intimi- 
dation of Competitors 

It is shown that too aggressive tactics 
against competition may be construed as 
violations of the anti-trust law. It is no- 
where more important to avoid the appear- 
ance of evil than in connection with the 
practices involved in the relation of a con- 
cern with its competitors. It is dangerous 
to shift the emphasis from the progress 
of one’s own business to the desirability 
of interfering with the progress of com- 
petitors. By Gilbert H. Montague. Sales 
Management, Sept. 18, 1926, p. 453:3. 


Letters, House Organs, Advertising 


solved. By Edwin H. Shanks. Sales 


Management, Sept. 18, 1926, p. 417 :3. 


Better Business Bureau Work 

At the annual meeting of the National 
Better Business Commission it was brought 
out that the efforts of the Better Busi- 
ness Bureaus are broadening in scope from 
a protective to a constructive force. Now, 
more and more advertisers are calling upon 
the Bureaus to help them with doubtful 
matters before these are incorporated in 
advertising campaigns. Printers’ Ink, Sept. 
30, 1926, p. 109:1. 
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Salesmen: Selection, Training, Compensation 


Perhaps That Misfit Salesman Would 
Star in Another Line 

Various instances are given of different 
types of salesmen. There is the salesman 
who gets tired of living endlessly with the 
same people. He wants to develop new 
contacts. He wants more territory every 
six months, not because he can cover it, 
but because he wants to meet new people. 
Then there was a food products salesman 
who was selling the wrong line because 
he was a “once-over” man. He did not 
like the job of building a territory. He 
got another job of selling household ap- 
pliances from house to house, a type of 
selling which to most men is very dis- 
tasteful, but most appealing to him. An- 
other salesman wanted a job requiring him 
to see the same group of customers every 
month, the year around. He could not 
get over the embarrassment of breaking 
the ice; he became a highly successful 
grocery salesman. A youngster of twenty 
was a distinct liability as a candy sales- 
man, but now one of the greatest sellers 
of medium priced bungalows in the West. 

Sometimes the best thing a sales man- 


ager can do for a man is to fire him, By ' 


A. H. Deute. Printers’ Ink, Sept. 23, 19% 
p. 49:3. 


Coaching the Salesman on His Figg 
Trip 

A certain New York sales manager hay 
evolved the plan of assigning an abl 
youngster in the sales department the task 
of coaching the new salesman on his first 
trip. During the three training periods 
January, May and September—this junior 
executive is kept in closest touch with the 
progress of the candidates in the clas. 
room. As soon as the salesman is in the 
field he assumes all sales management du. 
ties except the actual tie-up of the sales. 
man with his route, acting as a sort of 
guardian angel to him, even to the extent 
of keeping in touch with his parents. 

Various types of salesmen, with their 
weaknesses and strong points are described. 
It is believed that coaching salesmen on 
their first trip is worth even more than 
$50,000 yearly to this firm. By a New 
York Sales Manager. Printers’ Ink 
Monthly, October, 1926, p. 33:6. 


STATEMENT OF THE OWNERSHIP, MANAGEMENT, 
CrrcutatTion, Etc., REQuiRED BY THE ACT 
or Concress or Aucust 24, 1912, 


of The Management Review, published monthly 
at New York, N. Y., for October 1, 1926. 


State of New York, } 
County of New York, 


Before me, a Notary Public in and for the 
State and county aforesaid, personally appeared 
Edith King Donald, who, having been duly sworn 
according to law, deposes and says that she is 
the Editor of The Management Review and that 
the following is, to the best of her knowledge 
and belief, a true statement of the ownership, 
management (and if a daily paper, the circula- 
tion), etc., of the aforesaid publication for the 
date shown in the above caption, required by the 
Act of August 24, 1912, embodied in section 411, 
Postal Laws and Regulations, printed on the 
reverse of this form, to wit: 

1. That the names and addresses of the pub- 
lisher, editor, managing editor, and business 
managers are: 

Publisher—American Management Association, 
20 Vesey Street, New York City. 

Editor—Edith King Donald, 20 Vesey Street, 
New York City. d 

Managing Editor—Edith King Donald, 20 Vesey 
Street, New York City. 


Business Manager—W. J. Donald, 20 Vesey 
Street, New York City. aaens is 

2. That the owner is: (If the publication is 
owned by an individual his name and_ address, 
or if owned by more than one _ individual the 
name and address of each, should be given below; 
if the publication is owned by a corporation the 
name of the corporation and the names and ad- 
dresses of the stockholders owning or holding one 
per cent or more of the total amount of 
should be given.) 

American Management Association, 20 Vesey 
Street, New York City. ‘ " 

F. L. Sweetser, President, Poughkeepsie, N. Y. 

H. B. Bergen, Treasurer, 60 Wall Street, New 
York, N. Y. 

W. J. Donald, Secretary, 20 Vesey Street, New 
York, N. Y. 

3. That the known bondholders, mortgagees, 
and other security holders owning or holding ont 
per cent or more of total amount of bonds, mort: 
gages, or other securities are: (If there are none, 
so state.) one. ye 

4. That the two paragraphs next above, giving 
the names of the owners, stockholders, an 
security holders, if any, contain not only the list 
of stockholders and security holders as they appeat 
upon the books of the company, but also, in cases 
where the stockholder or security holder appears 
upon the books of the company as trustee or i 
any other fiduciary relation, the name of the per 
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gn or corporation for whom such trustee is 


acting, is given; also that the said two para- 
graphs contain statements embracing affiant’s full 
knowledge and belief as to the circumstances and 
conditions under which stockholders and security 
holders who do not appear upon the books of the 
company ag trustees, hold stock and securities in 
a capacity other than that of a bona fide owner; 
and this afiant has no reason to believe that any 
other person, association or corporation has any 
interest direct or indirect in the said stock, bonds, 
or other securities than as so stated by him. 
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_ 5. That the average number of copies of each 
issue of this publication sold or distributed, 
through the mails or otherwise, to paid subscribers 
during the six months preceding the date shown 
above is required from daily publications only. 
EDITH KING DONALD, 
itor. 
Sworn to and subscribed before me this 16th 
day of September, 1926. 
(Seal) HELEN B. STEINIGER. 
(My commission expires March 30, 1927.) 
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The Present Economic Revolution in the 
United States. By Thomas Nixon 
Carver. Little, Brown & Co., Boston, 
1925. 263 pages. $2.50. 

In a world still sore from a great conflict 
and vexed with far reaching social prob- 
lems, any one who can rationalize a plaus- 
ib! degree of comfort into the situation 
preaches that which is very grateful doc- 
trine indeed. “The Present Economic Revo- 
lution in the United States,” by Thomas 
Nixon Carver, carries just such a doctrine. 

Professor Carver’s argument runs some- 
thing like this: There are three kinds of 
evidence that laborers are becoming capital- 
ists. These three are the investment by 
workers in the shares of corporations, the 
growth of labor banks, and the rapid 
growth of savings deposits. Now the labor- 
er who is a capitalist is compelled to think 
about capital. On the other hand, employ- 
ers have to work increasingly harder to 
make anything out of their capital, and are 
therefore compelled to think of their em- 
ployees. In sum, this happy combination 
of circumstances constitutes an economic 
revolution. 

Looking at the bill of particulars, in this 
instance, however, doubts at once begin to 
arise. Suppose we examine the three rea- 
sons stated as to why laborers are becom- 
ing capitalists. One reason given is that 
laborers are buying stock in corporations. 

It is not at all clear that ownership of 
stock has spread to any considerable degree 
to the ranks of labor. The National Bureau 
of Economic Research in its study, “Income 





in the United States—Its Sources and Dis- 
tribution,” published in 1925, shows (page 
221) rather conclusively that practically 
none of the income of individual laborers 
is derived from investment in stocks. Even 
in those companies that make a special 
effort to place their stock with their em- 
ployees, the money return from the invest- 
ment to the individual employee each year 
is not a significant income factor. Thus in 
one large company, 17,000 employees hold 
$11,900,000 worth of stock. This would be 
an average of $700 per employee. If this 
investment carry a rate of 6 per cent tae 
yearly increase in wages due to ownership 
of stock would average $42 per employee. 
It is doubtful if labor would be influenced 
in any way by so small an increase in 
wages. Even counting its cost in lost wages, 
a strike could be expected to yield a greater 
return. 

But if the ownership of stock by labor 
is not particularly significant from the 
standpoint of money return, what is its 
significance as to the intangibles—particu- 
larly the spirit of proprietorship ? 

The recent animated discussion as to the 
dangerous centralization of voting stock 
control in a few hands, usually a banking 
group, causes the significance of this phase 
to be questionable to say the least. Of 
course it is pointed out that there is merit 
in having a high degree of control in bank- 
ers’ hands. Says the Index of the New 
York Trust Company, and quoting an in- 
vestment house: 

‘Such control (by a banking group) is 
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exercised with greater care, knowledge and 
skill than would be the case with any group 


of individual stockholders. The investor 
reposes in the banking house financing a 
corporation the same confidence he reposes 
in a lawyer handling his legal affairs. In 
each case the judgment of the expert is 
accepted. 

‘So that the growing importance of 
bankers in corporation finance insures a 
greater rather than a lesser wisdom in the 
management of industry.’ 

“This attitude of stewardship is one that 
the investor will respect. If a banking 
house is responsible for a newly financed 
enterprise, it very worthily assumes an obli- 
gation to see that the business is wisely 
managed. It can only do this by main- 
taining control; and it is claimed that this 
sort of direction is more responsible and 
more intelligent than that which occurs in 
a corporation with widely distributed stock, 
where a group of men, acting for their 
own personal interests, exercise control 
with a minority of shares.” 

Even if the stock which labor buys does 
carry a vote, the situation is not materially 
changed. The labor votes are a minority, 
though Professor Carver minimizes this 
fact by saying in essence that their vote 
will be sufficiently important so that if labor 
will, it can see to it that only a very able 
management is hired to run the company. 
But it is easier to imagine the majority 
balking at the efforts of the minority to 
secure a very able management than to 
imagine the cheerful acquiescence of the 
majority that Professor Carver presup- 
poses. Consequently, since the stocks that 
labor buys either have no vote or a vote 
of no significance, the mere ownership of 
stock in an industrial concern is in itself 
scarcely revolutionary. 

The second point as to labor banks seems 
quite apparent, and yet one may speculate 
a bit as to the range of its significance. 
For one thing the labor banks movement 
as a movement is a very new thing about 
which to generalize. And, again, the banks 
so far are those of particular unions. The 
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interests of one of these unions may be 
quite at variance with the interests of ap, 
other. The Coal River Collieries case, iy 
which the Railroad Brotherhoods lined ty 
against the United Mine Workers, wou) 
seem to give point to this thesis. But it 
does not appear that on either side there 
was any sentiment either for or againg 
capitalists. It was entirely a case of om 
union against another, though it is of cours 
as unwise to generalize on this incident a; 
it is to generalize on the movement as a 
whole. 


The third point of deposits in Savings 
banks is a little more clear cut. In the firs 
place there is no proof that the great major. 
ity of these savings are those of labor, 
which term, by the way, is nowhere care. 
fully defined in the book. 


A savings bank is an institution protected 
by the state. The capital it has to loan js 
made up of the savings of many small 
depositors, some of whom are laborers, 
The bank loans to some company which in 
turn invests the money loaned to it. The 
company is a capitalist. But it is a pretty 
far cry between the capitalist company to 
whom the money is loaned and the indi- 
vidual small depositor in the savings bank. 
To call the small depositor a capitalist and 
therefore sympathetic to the problem of 
capital on this score, is the same kind of an 
hypothesis which argues that all men 1a 
brothers and imbued with love for another 
because Adam was their common ancestor. 


There are other elements also in Pro- 
fessor Carver’s economic revolution thal 
somehow do not ring quite true. Accord- 
ing to Professor Carver, instead of the 
laborer being in a position of dependence 
he is now rapidly attaining a position of 
independence. And yet more and more 
laborers are dependent upon a money wage. 
And they have little or no control over the 
circumstances which dictate the possibility 
of the wage being paid. 


The average annual wage of the laborer 
group is $1,250. Judged by any standard 
one may care to assume, this sum do*s 20 
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represent any more than a bare subsistence 
evel for a married man. 

There is, on page 89, another statement 
which arouses active doubt. The statement 
is that capitalists are finding it difficult to 
hire all their work done and are compelled 
to do more and more of it themselves. It 
is hard to imagine just exactly what this 
statement means or what it is based upon. 
But in any case one is certainly intrigued 
by the notion of wealthy bankers with din- 
ner pails and swinging picks. Or even 
changing a tire. 

Professor Carver makes a plea for “the 
old democratic robust interest in work 
rather than in leisure, in production rather 
than in consumption” as a philosophy mak- 
ing for the disappearance of class lines. 
This is interesting as compared with Kit- 
son’s “Science of Plenty,” and the dilemma 
of thrift that Foster and Catchings and 
other writers have pointed out. 

The fighting temper of labor unions 
comes in for a good deal of discussion in 
the book. “Labor policies dictated by the 
fighting temper rather than by calculated 
self interest nullify gains labor organiza- 
tions make through constructive measures.” 
And, again, “It is time for our laborers to 
stop indulging in that expensive luxury, the 
fighting temper, and begin the method of 
buying and paying for control of industry.” 

As to the first quotation, nations have 
been so reluctant to adopt such a policy it 
is neither equitable nor scientific to single 
out a part of the body politic and expect 
this single part to adopt it. As for the 
second quotation it has been recognized 
since the time of Cain that it takes two to 
make a fight, and the laborers have had no 
monopoly of the fighting temper. And if 
labor should abandon its fighting temper 
and attempt to buy control of industry as 
Professor Carver counsels, is there any 
guarantee that capitalists would also aban- 
don their fighting temper and agree to sell 
a teal control of industry to labor? 

A good deal of space in the book is de- 
voted to a rather fervid defense of capital- 
ism. This seems just a bit gratuitous since 
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most of us are willing to accept capitalism 
as a reasonably good thing. But it does 
not follow that it must be accepted just 
as it stands or that it may n__ be improved. 
Writing in the “Nation and the Athenzeum” 
in the issue of October 10, 1925, Mr. J. M. 
Keynes warns about this point as follows: 
“The difficulty is that the capitalist leaders 

are incapable of distinguishing 
— measures for safeguarding capitalism 
from what they call bolshevism. If old- 
fashioned capitalism was intellectually ca- 
pable of defending itself, it would not be 
dislodged for many generations.” 

Throughout all of the work there 
breathes a spirit sufficiently star-spangled 
to delight the heart of the most ardent 100 
per cent American. For example — “The 
labor movement in this country is so far in 
advance of that in any other country as to 
make comparisons impossible.” 

Or—“This, then, I believe to be the great 
contribution of America: a universal educa- 
tion through public schools, universal access 
to all literature through public libraries, 
universal opportunity for communication 
through cheap postal rates, and, finally, 
universal enjoyment of comforts and con- 
veniences through a factory system which 
supplies goods at a price so low that many 
millions today live in comparative luxury.” 

And—‘“In spite of two generations of in- 
cessant propaganda in favor of radicalism, 
the American laboring men have not be- 
come radical. In spite of the efforts of 
their radical leaders to deliver the labor 
vote to radical candidates, the radical candi- 
dates do not get the labor vote. The prop- 
aganda in favor of thrift and investment 
has not been one-tenth or one-hundredth 
part as voluminous or intense as the propa- 
ganda of radicalism, and yet it has accom- 
plished greater results in ten years than 
radicalism has accomplished in fifty years. 
‘Sanity reigns and the government at Wash-, 
ington still lives!’ ” 

So marked is this spirit that one reviewer 
has labelled the whole book as “Yankee 
Doodle Economics.” 

The arrangement of the material of the 
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book sometimes makes reading difficult. 
Roughly, one-third of the text is devoted to 
quotations from other writers. But often- 
times it is hard to tell just where the quo- 
tation stops and the author again takes up 
the story. Pages 100, 115, and 116 illustrate 
the point, though there are a great many 
others. One is also curious as to why the 
figures scattered throughout the text might 
not have been gathered either in tables or 
charts. Only about four charts and tables 
are used in the book. 

A conservative person, willing rather 
naively to accept partial truths as final and 
with an abiding optimism would no doubt 
find the “Present Economic Revolution in 
the United States” immensely to his liking. 
Professor Carver has selected certain eco- 
nomic trends that are in themselves signi- 
ficant. Whether these trends are to be 
accepted as constituting a complete turn 
of the wheel, however, does seem certainly 
open to a very reasonable doubt. 

Joun S. Kerr, Economic Advisor, 
Dennison Manufacturing Company. 





Profits. By William Trufant Foster and 
Waddill Catchings. Houghton Mifflin, 
Boston, 1925. 460 pages. $4.00 
This book has been widely read and 

commented upon, and justly so. Both in 

argument and presentation the authors of 

“Profits” have written a work on mone- 

tary theory with keen insight and in a 

clear and attractive style. This book pre- 

sents a far-reaching criticism of the ex- 
isting economic order and arrives at rather 
startling conclusions. However, the judg- 
ment passed upon our present economic 
society is not that it requires a revolution- 
ary remedy, such as that presented by so- 
cialism or communism. The malady as 
seen by the authors is simply diagnosed for 
their readers and any specific prescription 
as a panacea is disclaimed. Nevertheless 
they do take the view that the problem can 
be solved because all its chief factors are 
subject to human control. In order to test 
their conclusions the authors are adopting 
an unusual course in offering a prize of 
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five thousand dollars for the best Criticism 
of the book made before January, 1927, 

Following the thought of their previoy 
book on “Money,” the authors believe tha 
the traditional treatment of money ag “ty 
insignificant surface of things,” the insist. 
ence that “all trade is, after all merely 
barter,” has obscured what is actually gp. 
ing on in business today. In analyzing 
profits as they occur in modern business the 
authors urge that the sickness of our pe. 
cuniary society is due to the failure of 
productive business (and government) to 
put into the hands of consumers sufficient 
money to buy the increasing volume of 
goods made possible by social and industrial 
progress, “at the current price level.” For 
this reason, more than for any other, are 
we afflicted with recurring crises, depres- 
sions and stoppages. 


Part I is introductory, setting forth the 
economic problem, describing profits as the 
heart of industrial life, and discussing the 
various kinds of income and the various 
sources of profits. Part II under the head- 
ing, the Necessity for Profits and Losses, 
expounds one theory of profit, viz., that 
profits result from a wise choice of risks 
and that these risks are mainly due to con 
sumers’ freedom of choice, a freedom which 
results inevitably in profits and losses and 
wastes of competition. Part III analyzes 
statistically the amount and distribution of 
profits in the United States. Part IV, on 
the Functions of Prices and Profits, deals 
with general economic theory by way of 
explanation and vindication of competition 
in business. Part V, Money and Profits 
in Relation to Consumption, filling almost 
half the volume, contains the meat of the 
argument. In fact it could well stand 
alone in a book by itself without the elabor- 
ate preparation in Parts I, II, III, and IV. 
This was recognized by the authors who 
summarized its main hought and content 
excellently in an article in the Atlantic 
Monthly of April 1926, entitled “The Dil- 
emma of Thrift.” This dilemma can be 
stated thus: Both producers and consun- 
ers must save, but at present they cannot 
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save without to some extent frustrating the 
social object of saving, which is to provide 
consumers with enough money to buy the 
goods they need. The conclusion of the au- 
thors’ argument is given in the last chapter 
in these words : 

“Progress toward greater production is 
retarded because consumer buying does not 
keep pace with production. Consumer buy- 
ing lags for two reasons: first, because 
industry does not disburse to consumers 
enough money to buy the goods produced ; 
second, because consumers, under the neces- 
sity of saving, cannot spend even as much 
money as they receive. There is not an 
even flow of money from producer to con- 
sumer, and from consumer back to pro- 
ducer. The expansion of the volume of 
money does not fully make up the deficit, 
for money is expanded mainly to facilitate 
the preduction of goods, and the goods 
must be sold to consumers for more money 
than the expansion has provided. Further- 
more, the savings of corporations and in- 
dividuals are not used to purchase the goods 
already in the markets, but to bring about 
the production of more goods. Under the 
established system, therefore, we make 
progress only while we are filling the 
shelves with goods which must either re- 
main on the shelves as stock in trade or 
be sold at a loss, and while we are build- 
ing more industrial equipment than we can 
use. Inadequacy of consumer income is, 
therefore, the main reason why we do not 
long continue to produce the wealth which 
natural resources, capital facilities, ime 
provements in the arts, the self-interest of 
employers and employees would otherwise 
enable us to produce. Chiefly because of 
shortage of consumer demand, both capital 
and labor restrict output, and nations en- 
gage in those struggles for outside markets 
and spheres of commercial influence which 
are the chief causes of war.” 

To enter upon a detailed criticism of the 
many different phases of the argument 
would be impossible here. The view that 


crises are due solely or mainly to lack of 
consumer purchasing power seems to be a 
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rather too simple solution of the problem, 
though interestingly presented. The two 
sides of the dilemma of thrift give one an 
impression of too great contradiction and 
Opposition between the necessity for profits 
in order to continue business operations and 
the necessity of savings for the individual, 
the corporation and the nation. If the 
dilemma were really a case of Scylla and 
Charybdis a more drastic remedy than sug- 
gested would appear appropriate. How- 
ever, the main quality of the book, and the 
one that makes it well worth anyone’s while 
to read, is that it is thought-provoking and 
is so in language that makes the volume a 
pleasure to spend a few hours with when 
one has time to reflect on the vital prob- 
lems discussed. 
Rupotr A. CLEMEN, Assistant Director, 
Armour’s Livestock Bureau. 





Fundamentals of Investment. By Samuel 
O. Rice. A. W. Shaw, Chicago, 1925. 
375 pages. $3.00. 

This volume should appeal to that grow- 
ing class desiring to make an intelligent 
investment of available funds and also to 
those who are considering the field of in- 
vestment banking as a profession. 

The preface states that the lectures in 
the book were given in a special course on 
Fundamentals of Investment, planned by 
the Education Committee of the Investment 
Bankers’ Association of America for the 
United Y. M. C. A. Schools of the United 
States. All the speakers are executives or 
officers of banks or banking houses, a num- 
ber of which are nationally or internation- 
ally known institutions, and the subject mat- 
ter has been carefully prepared. 

The opening chapter of the book deals 
with the history and origin of investment, 
and reference is made to the distinctions 
between investment, speculation and gam- 
bling, also to credit and economic develop- 
ment and to the rise of the investment 
banking business. The chapter on the field 
of investment outlines the sources of capi- 
tal supply and the many and varied require- 
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ments for capital in business as it is con- 
ducted today. 

Later chapters deal descriptively with 
classifications of bonds, corporation, gov- 
ernment, state and municipal, railroad, pub- 
lic utility, industrial, real estate and build- 


ing, and Federal farm loan. There are 
also chapters which should have particular 
interest for the investor, especially those 
which deal with the subjects of building an 
investment account, government regulation 
of securities and investment trusts. 

The chapter dealing with the organization 
of the investment banking business shculd 
have a careful reading by those who wish 
to learn more of the important functions of 
this profession in the business world. 

The lecture course was designed to bring 
to the public and the younger men in the 
investment banking business an opportunity 
to learn the fundamentals of investing from 
récognized authorities in the investment 
banking business. The volume merits the 
attention of those who have been looking 
for a clear and well-prepared exposition of 
facts relating to the field of investment. 

H. V. Beacu, Treasurer, 
Lycoming Manufacturing Company. 





Cases on Merchandise Control in the 
Wholesale Grocery Business. Bulletin 
No. 55 of the Harvard University Bureau 
of Business Research. Harvard Uni- 
versity Press, Cambridge, Mass., 1925. 
204 pages. $3.25. 

Those responsible for material control 
and merchandise turnover in other lines of 
business than the wholesale grocery, will 
receive much help from this book. 

The Bureau has very creditably handled 
a difficult theme and has made quite read- 
able a subject that would ordinarily make 
dry reading. The book, however, as the 
title indicates, is more or less technical and 
should be really studied to be of most 
value. 

From a detailed study of the cost of 
doing business in the wholesale grocery 
trade which the Bureau has made in recent 
years it was found that, on the whole, the 
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firms with the highest rate of Stock-turn 
had the lowest gross margin and the highest 
net profit. This led to a study of the sy. 
ject of merchandise control, which wa 
done by the “case method.” The boo 
gives in detail the results of this study, 
The bulletin is divided into two part 


(Part I, Cases on Merchandising Policies, § 


and Part II, Cases on Stock Control) ani 
has also an introduction which is really , 
brief résumé of the important points thy 
are brought out in the different cass 
There is, further, an excellent index whic) 
is believed to be one of the best features 
of the book. This index takes up nin 
pages of finely printed type and shonld help 
to make the book valuable as a reference 
book. 

Part I presents cases both from the point 
of view of purchasing and from the point 
of view of sales promotion and sales emphi- 
sis. Under the former are included such 
subjects as quantity discounts, futures in 
canned goods, and speculative purchasing 
Under the latter the following subjects are 
particularly mentioned—the advisability of 
having sales promotion departments and the 
relative value of pushing high margin prod- 
ucts as against rapidly moving low margin 
lines. 

The subject of private brands versus m- 
tionally advertised manufacturers’ brands is 
one of the most vital issues discussed in 
the bulletin. The general conclusion of the 
Bureau on this subject is as follows: The 
task of merchandising the private brands is 
heavier than selling the manufacturers 
brands. This is due to the fact that the 
wholesaler (in the case of private brands) 
has to take over the stimulation of demant 
and the carrying of stock which the mam- 
facturer has to do on nationally advertised 
brands. Whether or not the increased rev- 
enue resulting from private brands is 
enough to compensate for the increastd 
selling cost and increased carrying charges 
depends on individual conditions. It is 
evident that there are distinctly two sides 
to the question. 

Part II, as mentioned above, has to # 








with si 
used | 
recent 
ysed | 
with 1 
howev 
real $ 
examy 
detail. 
this s 
establi 
stock 
being 


~~ nr ener wd rope a Ue l zetlCUcelCC eC CUFlUlUcee Ol 


= 
= 


in de 
food 
consi 
ning 
point 

Th 


woul 
Univ 
after 
a fey 
bette 
book 
an e 
the | 
read 
and 

close 





ck-tury 
highest 
the sub. 
ch was 
le book 
tudy, 

parts~ 


Policies, § 


ol) and 
really 
nts that 
E cases, 
x which 
features 
UP nine 
tld help 
ference 


ne point 
1 point 
emphe- 
ed such 
ures in 
chasing. 
ects are 
ility of 
and the 
n prod- 
margin 


‘SUS fa- 
rands is 
ssed in 
1 of the 
s: The 
-ands is 
cturers 
hat the 
yrands) 
demand 
» manu 
vertised 
ed rev- 
nds is 
creastd 
charges 

It is 
‘0 sides 


; to do 





semen 








with stock control. The methods commonly 
ysed by wholesale grocers up to within 
recent years, and as a matter of fact still 
ysed by many, were essentially personal, 
with no real records available. Recently, 
owever, there has been a tendency to use 
real stock record systems. A number of 
examples of such systems are shown in 
detail. The conclusion of the Bureau on 
this subject is that where there has been 
established a well co-ordinated system of 
stock control the following advantages are 
being obtained : 

1. Greater accuracy is obtained in filling 
orders. 

2 Stock shortages and excesseS are 
shown up and must be explained by 
those responsible. 

3, Loss of sales through being out of 

stock is avoided. 

_ Inventories are decreased. 

. A Guide is furnished for the purchase 
of merchandise that can be most read- 
ily sold. 

. Planning of merchandise operations 
with checks on the fulfillment of such 
plans is made possible. 

. Executives are enabled to co-ordinate 
the financial requirements and mer- 
chandising plans. 

The specific cases will not be gone into 
in detail, suffice it to say that there is much 
food for thought. A feature that is of 
considerable help is the giving at the begin- 
ning of each case a résumé of the principal 
points brought out in the study of that case. 

The only criticism of the book that can 
be made is that, personally, the reviewer 
would like to know more what the Harvard 
University Bureau thinks about the subject 
after their exhaustive study and less what 
a few individual companies have done—for 
better or for worse. That is, while the 
book does not profess to be more than 
an exposition of cases it is believed that 
the book would be more valuable to the 
reader if those who had conducted the work 
and studied the subject in detail and at 
close range had presented more of their own 
conclusions. The bulletin, however, is all 
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that it professes to be and is a valuable 
addition to the literature of a subject about 
which little has been writtef. 
Joun Gore, Management Engineer, 
Beech-Nut Packing Company. 





The Uses of Bank Funds. By Waldo F. 
Mitchell. University of Chicago Press, 
Chicago, 1925. 178 pages. $2.00. 

An excellent work in which the author 
takes cognizance of the fact that banking 
institutions as operated at the present time 
are very different from those described in 
works on banking. Actual practices are 
shown that differ greatly from theories and 
a splendid attempt is made to reconcile 
American practices with the fundamental 
theories of banking. 

The book is based largely on information 
given by bankers with respect to the actual 
practices in their own business. Perhaps 
there is no better way to convey the subject 
matter covered than to list the chapter titles, 
which are as follows: 

I. The Liquidity of Bank Earning 
Assets. 


II. The Shiftability Theory. 

III. The Conflict of Bank Practices 
with the Orthodox Theory in 
European Banks. 

IV. National Bank Liquidity in the 
Crisis and Depression. 

V. Reserve Bank Liquidity in the 
Crisis and Depression. 

VI. Bank Failures and Their Signifi- 
cance. 

VII. Rural Credit Legislation. 


VIII. Significant Developments in Eligi- 
bility Rules. 

Credit Statements and Supervisory 
Influence of Banks Over Busi- 
ness. 

X. Implications of a Recognition of 
the Shiftability Theory. 

In the first two chapters comparison is 
made between the two theories involved in 
the protection of the earning assets of a 
bank. It is pointed out that the orthodox 
theory covers loans made for short periods 
of time, and for commercial purposes, so 


IX. 
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that the maturing paper liquidates the loan 
and completes the commercial transaction. 
Over against this theory is another called 
the “Shiftability Theory.” It is based upon 
the fact that oftentimes paper cannot be 
liquidated at maturity; that forced liquida- 
tion often results in failure and depression. 
It is pointed out that, in times of emer- 
gency, the best reliance for liquidity that a 
bank may have lies in its power to shift its 
assets to other banks having available 
funds. 

A great deal of reference is made to for- 
eign banking customs, showing that Eng- 
land, where the orthodox theory of banking 
originated, still adheres to a great extent to 
this method, whereas the tremendous 
growth of American business has demanded 
a practice more versatile. The great diver- 
sity of business activity in this country, 
necessitating large borowings at one time of 
year for certain industries and at different 
times of the year for other industries, and 
by which one section of the country is in 
need of enormous funds at the same time 
that another section is redundant with cash 
for borrowing purposes, lends itself ideally 
to the shiftability theory. 

The author develops the fact that Euro- 
pean countries also are in conflict with the 
orthodox theory and presents a great deal 
of evidence to show the various bank prac- 
tices in France, Germany and other Euro- 
pean nations. A great many excellent 
tables and charts are presented showing the 
results of depression upon the liquidity of 
national banks. In fact, the tables and 
charts presented are most excellent in that 
they supply the reader with an insight into 
the working of the Federal Reserve bank- 
ing system and the effect of profitable 
years and depression years upon the differ- 
ent sections of the country. 

The chapter on “Bank Failures and 
Their Significance” is illuminating, as it 
shows the desirability of bank consolida- 
tion in order to safeguard the banking in- 
terests of the country. Tables are pre- 
sented toprove that the smaller banks, 
particularly in the West and Middle West, 
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paid exceptionally large dividends during 
the years 1917 to 1920 when profits were 
large, while the larger banks in the East 
paid relatively small dividends during that 
period, putting aside large surpluses anny. 
ally. During the years of depression of 1921 
to 1923, Western banks of necessity paid 
much smaller dividends, yet depleted preyj- 
ous surpluses, whereas Eastern banks were 
able to continue their dividend policy and 
at no time draw on accumulated surpluses, 
On account of the fact that Western banks 
are very much smaller and considerably 
more numerous per capita, the ratio of 
expense to earnings is tremendously greater 
than is the case with the larger Eastern 
banks, thereby making the cost of doing a 
banking business in the West greatly in 
excess of Eastern banking. 


The author goes into great detail to show 
the various efforts made by the Government 
to stimulate rural credits, and also points 
out the developments that have been made 
with respect to greater liberality in the 
laws governing paper eligible for re- 
discount. It is clearly shown that the salva- 
tion of the West, where the greatest weak- 
ness in our banking practice has developed, 
is in bank consolidation, permitting more 
intelligent and able management. 


One is very likely to be convinced from 
a study of the book that the shiftability 
theory is the more practical for banking 
procedure in this progressive country and 
that recent revisions of banking laws have 
thoroughly recognized this fact. 


The reviewer is of the opinion that “The 
Uses of Bank Funds” can be read very 
profitably by anyone interested in the im- 
provement of banking practice. It would 
seem to be an excellent study for the busi- 
ness man who is a bank director, but has 
not had the opportunity to study the devel- 
opment of banking practice from the ortho- 
dox theories of the past to the more versa- 
tile methods which American progress has 
made necessary in order to obtain greater 
liquidity. The bank employee desiring an 
increased knowledge of American and 
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European banking history and statistics will 
fnd the book well worth studying. 
C. Howarp Knapp, Secretary, 
Waitt & Bond, Inc. 





The Industrial Executive. By B. A. 
Franklin. Ronald Press, New York, 
1926. 142 pages. $1.25. 

Two ideas are presented by Mr. Franklin 
in this book. The first deals with the prac- 
tical responsibility of the present day execu- 
tive of any grade in industry. The second 
has to do with the function of industry in 
modern life. He develops his points in an 
easily readable style and, at the same time, 
ina thoroughly practical manner. 

The author’s discussions cover the need 
of definite policies, both internal and ex- 
ternal to the industrial unit, and of definite 
organization plans; the real practical value 
of well-founded incentive systems of vari- 
ous kinds; the importance of carefully 
planned and controlled production sched- 
ules; the very real necessity of maintaining 
producing equipment at highest possible 
eficiency in this age of competition; the 
inestimable value to an industrial executive 
of an intelligent cost system and statistical 
record of facts. 

These are handled in a manner that can- 
not fail to appeal to executives, whatever 
their position on the ladder, who all too 
often get so close to their jobs as to lose 
their view of the whole. A reader cannot 
help being impressed with the fact that the 
author is basing his remarks on his own 
practical experience in industry; therefore, 
what he has to say “rings true.” 

The chapter on Production Control pre- 
sents a concise statement of the growing 
importance of the modern profession of 
industrial engineering. 

Success in managing an industrial enter- 
prise depends upon a thorough knowledge 
of the underlying principles of the science 
of management, or—to be more practical— 
industrial engineering. This, Mr. Franklin 
defines as “that branch of engineering which 
has to do with the knowledge and practice 
of those methods which obtain in an in- 
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dustrial unit the most economical results in 
standardized quality.” These methods are 
described under four headings, viz :—costs 
and statistics as a basis of knowledge, pro- 
duction and quality incentives, planning and 
carrying through of production schedules, 
and the questions of personnel. The au- 
thor stresses the point that a manufacturing 
executive must avail himself of that auto- 
matic and quick control which the modern 
profession of industrial engineering affords 
in order to realize maximum results. 

The second idea developed in the book is 
that any industrial unit to be a going suc- 
cess in the business life of the present age 
must justify itself on the basis of service, 
both to the world by producing and dis- 
tributing something that will be needed to 
meet the ever-increasing standards of living 
and also to the group of co-operators com- 
posing that producing unit. It must, of 
course, return a profit from the financial 
standpoint, and it must also return a profit 
in “creating men and women of character, 
ability, usefulness and independence.” 

The book is a worthwhile contribution to 
the literature of the day. It should cer- 
tainly meet the author’s hope that it will be 
found to “inspire thought, study, experi- 
ment, and action.” 

W. R. Grunow, 
Edison Storage Battery Co. 





The Secret of High Wages. By Bertram 
Austin and W. Francis Lloyd. Dodd, 
Mead & Co., New York, 1926. 124 pages. 
$1.25. 

The ability of American industry to re- 
duce the prices of commodities, to pay re- 
turns to capital and pile up huge reserves 
for the future, and at the same time to 
pay wages which in purchasing power are 
about double those in England and three 
or four times as large as those in some 
countries of continental Europe, presents 
a fascinating problem to the foreign busi- 
ness manager or engineer. It captures the 
imagination of every visitor from abroad, 
if he has any interest in business affairs 
at all. 
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Recent months have seen three somewhat 
notable attempts to learn the secret of 
American business prosperity. One was the 
visit of two representatives of the Feder- 
ation of British Industries, which resulted 
in a report that has had wide circulation 
in the United States. Another was the tour 
of industrial centers made by a party 
of British workingmen sent to the United 
States by the London Daily Mail. Yet an- 
other was the study made by the two young 
British engineers who wrote the book here 
under review. 

The authors brought with them to the 
United States a keen appreciation of the 
difficulties under which industry in their 
own country is laboring. “In Great Britain 
today,” they write, “we have one and a 
quarter millions of our people out of work 
as a direct result of a decreased demand for 
our products.” This decreased demand they 
attribute largely to the high prices of Brit- 
ish goods compared with those of compet- 
ing products. They point out that if “the 
price we propose to charge for the article 
is beyond the customer’s ability to pay, 
what money he has available and is prepared 
to spend is lost to us if the sale does inot 
take place and is permanently lost to us if 
the order goes to a foreign competitor at 
a price within the purchaser’s means.” 

The declining demand for British prod- 
ucts is due in part to post-war economic 
conditions, some of which are only slightly 
controllable by British industrialists. But 
the authors find that it is due in larger 
measure to inefficiencies and wastes for 
which they throw the blame impartially up- 
on capital, management and labor. “In 
Great Britain today inefficiency has become 
almost a vested interest,” is an irritated 
comment upon the way in which some 
Br’tish companies are run. 

The viewpoint of Mr. Austin and Mr. 
Lloyd, while less sombre than that of some 
other recent writers, has in it intellectual 
honesty and the willingness to use plain 
language. It is an attitude of finding out 
what is wrong and seeing what is done 
about it—that somewhat typical British at- 
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titude which gives encouragement to thoy 
in the United States who believe that Eng. 
land ultimately will find a way through he 
present difficulties. 

In contrasting American industrial cop. 
ditions with those of Great Britain, thy 
authors are less inclined than are some of 
their countrymen to attribute America, 
prosperity to the partiality of nature. They 
do not belittle the preponderance of natur,! 
resources in favor of the United Stats 
but they find other causes, some of which 
they believe may be made available t 
English industry. Most of these causes re. 
late to management. 

The authors believe that they have wm. 


covered “a few cardinal principles of man. § 


agement, some of which are the direct out. 
come of the scarcity of labor. America 
has hit upon the secret of prosperity owing 
to the fact that the scarcity of labor forced 
her, out of sheer necessity, to adopt time 
and trouble-saving devices.” Nine of thes: 
“cardinal principles” are listed and each is 
made the text of a chapter in the book, 
The limits of a review preclude a dis- 
cussion of the authors’ conclusions on their 
nine cardinal principles. It must suffice to 
say that they give due prominence to mass 
production, to the value of a home market, 
and to high wages as a means of creating 
domestic purchasing power. They are im- 
pressed with methods of wage payments by 
results and by the practice of some Ameri- 
can companies of guaranteeing piece rates. 
“Nothing but the greatest harm can be 
done,” they tell their English readers, “by 
cutting the piece rate, once established for 
a particular job, unless there is a change 
in the method of manufacture, as this at 
once destroys the confidence of the men in 
the employers and proves that the employ- 
ers do not desire to see high wages.” 
Mr. Austin and Mr. Lloyd not only poitt 
out what they believe are the secrets 2 
American prosperity, but they attempt t 
show British industrialists the way to simi- 
lar results. In general, they call upon 
management and labor to increase efficiency, 
to raise wages out of enlarged production, 
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and thus at the same time increase the 
purchasing power of the home market and 
lower prices to levels that will be within 
reach of foreign buyers. It is a large 
contract, in view of the many serious diffi- 
culties which confront British industry, but 
hooks like that of Mr. Austin and Mr. 
Lloyd will help greatly in bringing this 
contract to fulfillment. 
E. S. Cownrick. 


Coal. By Edward T. Devine. Ameri- 
can Review Service Press, Bloomington, 
Ill, 1925. 437 pages. 

In his preface the author states that the 
facts and views presented are, according 
to his belief, in harmony with the unani- 
mous findings of the United States Coal 
Commission, of which he was a member. 
He, however, “assumes complete responsi- 
bility for the selection of facts and the use 
made of them and for the perspective and 
the interpretation given to them.” 

It is to be said for the volume that it 
presents, probably in the most simple form 
of any publication thus far, the sutstand- 
ing facts with regard to the pressing pro?- 
lems of the coal industry or, more properly 
speaking, the coal industries (anthracite and 
bituminous). In five major divisions at- 
tention is directed to a description of the 
principal elements in the coal industry, the 
peculiar differences between the anthracite 
and the bituminous, the problems of trans- 
portation and marketing. A national policy 
is suggested in which there is to be par- 
ticipation by owners, operators, miners, 
dealers, railroads, the Inter-State Commerce 
Commission, the State of Pennsylvania, the 
President of Congress and the individual 
consumer. The last section dealing with a 
ational policy summarizes the various rec- 
ommendations of the Commission. 

Dr. Devine was selected for the Com- 
mission, no doubt, from considerations of 
his long and distinguished service in the 
sociological field, and it was eminently ap- 
propriate that a man of this training should 
be on that body. Nevertheless, this same 
training is probably responsible for cer- 


tain interpretations of the coal facts to 
which the economist or business man could 
hardly subscribe. One characteristic in- 
stance of this is found in his final chapter, 
in which he speaks ot “the spirit of ex- 
ploitation, of large profit at whatever cust.” 
Nowhere, so far as the present reviewer 
Knows, has there been produced any :n- 
jormation that the “spirit of exploitation" 
is any more rife in the coal industries than 
in any other. Both bituminous and anthra- 
cite, so far as the evidence goes, are sub- 
ject to competitive forces that operate in 
other industries. Dr. Devine evidently fails 
to realize that while four or five anthra- 
cite companies which have succeeded 1n ob- 
taining a large profit, the rate of return 
ini the industry as a whole has been noth- 
ing unusual, and that for considerable pe- 
riods it has been altogether inadequate. As 
for the bituminous industry, there is even 
less basis for any intimation of profiteering: 
except for rather brief periods. He fuils 
to give due weight to the economic prin- 
ciple that prices are fixed by the ability 
of the marginal producer. 

He complains that prices have ‘ncreased 
with advancing labor costs, intimating that 
the increased cost of production might 
easily have been absorbed out of profits. 
This proposition has been advanced by 
others. But just how the anthracite or the 
bituminous companies could adopt it is 
difficult to see. Considerably more than 
half the anthracite companies, including 
some of the largest of them, in 1924 showed 
a net loss for the year, after raising wages 
to comply with the Pinchot award of 1923. 
If only those companies had operated which 
were able to absorb that increase, the 
supply of anthracite for domestic purposes 
would have been far below demand. This 
condition would have forced prices upward 
and brought the product of the high cost 
mines again into the market. Thus the 
formula would be practical only if there 
were several prices for the same article 
in the same market, to meet the several 
costs of production. Just who would get 
the high-priced and who the low-priced 








356 


coal? This point is emphasized to illus- 
trate the difficulty which many honest 
critics of the industry encounter. 

The volume is written in an exceedingly 
clear and simple style. The text is illumi- 
nated by many graphic charts and tables. 
H. S. Grisertson, Director of Personnel, 

The Lehigh Coal and Navigation Co.. 





Investment Trust Organization and 
Management. By Leland Rex Robin- 
son, Ph.D. Ronald Press, New York, 
1926. 428 pages. $6.00. 

Dr. Robinson has performed a timely 
service in bringing within the covers of a 
single volume a well-organized discussion 
of the investment trust. In view of the 
widespread interest that has been aroused 
in the United States by the magic words 
“investment trust,” it is fortunate that a 
book has appeared to tell us what these 
words mean: what they mean in Great 
Britain; what they mean in Belgium and 
other Continental countries; what they 
mean in the United States; and, above all, 
what they do not mean in any country. 

An investment trust may take one of a 
number of forms and may serve one or 
more of a number of useful purposes. But 
it is not a form of enterprise to be organ- 
ized light-heartedly by distributors of se- 
curities, more interested in the profits to 
be derived from such distribution than in 
the problem of applying sound principles 
of investment management to the funds of 
numerous investors entrusted to their care. 
This Dr. Robinson makes quite clear, and 
a part of the service that his book will 
render will undoubtedly take the form of 
sobering many who see in the organization 
of an investment trust a means of making 
quick profits for themselves through the 
use of the capital of others. 

As American Financial Trade Commis- 
sioner in London, 1922-1923, Dr. Robinson 
made a thorough study of British invest- 
ment trusts for the United States Depart- 
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ment of Commerce. Since then he has de. 
voted a large part of his time to further 
research in this field, the fruits of which 
appear in the present volume. 

Perhaps no better idea of the scope of 
his work can be given in the space ayail. 
able than by listing a number of the topics 
covered: purpose and characteristics of ip. 
vestment trusts; their legal status in this 
country; their structure; the raising o{ 
capital; the management of their assets. 
accounting problems, earnings, etc. ; tenden- 
cies in British investment trust develop. 
ment; Continental institutions; American 
financing companies ; stock conversion com- 
panies, etc. 

While the book is perhaps a little long 
to hold the interest of the average reader, 
yet the text is readable and the material 
assembled is presented in a way that will 
have strong appeal to those who havea 
definite interest in investment trusts. It 
is a compilation and exposition which 
merits the close study of all who contem- 
plate organizing investment trusts or whose 
duty it is to advise investors regarding the 
desirability of placing a part of their re- 
sources under investment trust manage- 
ment. For, as Dr. Robinson points out, 
the essential purpose of an investment trust 
is the management of invested funds. 
Those organizations from which the fune- 
tion of management is omitted or mini- 
mized, are not investment trusts in the 
accepted sense. The standing of invest- 
ment trusts in this country where they are 
now being organized in constantly increas- 
ing numbers will depend, in the last anal- 
ysis, on the responsibility and singleness of 
purpose of those who undertake their or- 
ganization and management. 
son’s book will do much to enable its read- 
ers to appraise the service which invest 
ment trusts, organized under suitable aus- 
pices, may render to the investing public. 


Epcar L. Smita, President, 
Investment Managers Company. 


Dr. Robin- 
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